INVESTMENT TRUSTS AND INVESTMENT COMPANIES

ment may operate freely within the .circumscribed area. Sometimes the
charters confine the field of operations to a specialized industry such as
insurance, oil, or mining; or requirements may be placed that securities
to be purchased be dividend payers, have been outstanding for a prescribed
period of time, etc. Restricted management companies are relatively
unimportant in number.

Management companies may confine their purchases to diversified
securities without any attempt to exercise any control over the companies
whose shares they hold. These are popularly known as investment trusts,

INVESTMENT TRUSTS .
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1927
	161
	140
	6
	295

1928
	295
	186
	26
	455

1929
	455
	265
	43
	677

1930
	677
	131
	80
	728

1931
	728
	81
	98
	711

1932
	711
	81
	102
	690

1933
	690
	43
	63
	670

1934
	670
	25
	47
	648

1935
	648
	44
	87
	605

1936
	605
	26
	72
	599

whatever their form of organization. Or they may concentrate their hold
ings into a few blocks of securities where, by owning 10 to 15 per cent of the
outstanding stock, they can have potential control over the companies whose
stocks they own.
With respect to the right of the investor to present his holdings for
redemption, management companies are classified as either "closed-end" or
"open-end." As the name suggests, the open-end company may increase
its holdings by the purchase of additional securities as its cash resources
increase, or decrease them as the demands for redemption are presented. Its
own securities usually sell at the net asset value of its shares, plus a loading
charge of 5 to 10 per cent. A holder of its securities has the right, upon
proper notice, to require the company to redeem his holdings, usually at
their net asset value less, in many cases, a redemption fee varying from 1 to
3 per cent. Open-end companies seldom issue bonds or preferred stock and
confine their purchases to small blocks of readily marketable securities.
Holders of securities of closed-end companies must look to the open market
for the sale of their holdings, since such companies do not obligate themselves
to redeem the securities they issue,